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Wholesale Commodity Prices 1929-~34

By B, Gordon Hayes, Chlef, Diviaige of Ecvaomic Rokektch

EICES tie together-—or keep apart—the mulii-

$udinous elemants in our complex economic life, if
one includes in the category of prices not omly the
prices of commodities but glao zecurity prices, wage
and intercst rates, rents, royalties, commissions, and
other similar payments. Within the complex relation-
ships of cur econcmic soviety, certain forces tend to
produce price relationshipes thet will promote or
maintain prosperity while others tend to induce or
prolong depressions,  Which of thess groups is in the
ascsndency ot any particular period of time depends
en the pecliar dircrmstances that prevail, dnd the
ensting resulta are of grove importance in tarms of
eponnmic wejfare.

The prica relstionships that prevailed in the lsttes
part of the decade of the 18202 were such that pros-
perity could not continue and various aspecta of “bad ™
business became imcrensingly apparent in the latter
purt of 1020, Instead of the imbalancs that prevailed
being corrected, maladjustnients beonme more and
more pronoutiead during the following 3 years. These
molodfustinents preveiled throughout the entire price
structure and a full description and anslysis thersof
would be very timely. Limitations of space, however,
eonfine this articls to a summary stntement of the
price movemeznts of commaodities at wholesale s ra-
ported each month by the Buresu of Labor Statistics
of the United States Deporiment of Labor. Thess

geries of 784 items are combined into sn index and,
aleo, ore clnssified, or grouped, into various divisions
for which indexes are computed.

Thega indexea are subjoct to the limitations that are
yecesserily involved in making a selestion of tteres to
he incduded, and of the weights to be assigned to enth
one. Further, the price dein may not in some tases
be atrictly nceurate bsosuse of dissounts allewed on
reported prices, nod chabges in the quality of the
articles inctoded. 'The datamay, however, be ecoapted
as iodicating the trenda of wholesnle prices. These
indexes ave computed on the hazia of the corresponding
prices in 1526 being equal to 100, but since the pressnt
parpose is to raview price movements during the &
years, 1930-34, the indexes have besn shifted to 2
1929 baza.

The Decline frot 1929 to tha Spring of 1933

The cutstonding fect in the prica hietory of the
3K yeors following the ewrmer of 1029 is ths almost
wobroken dacline month afier moenth. There wers
only 5 months in the 44-month peried, Joly 1920 te
February 1032, inclnsive, in which the composite
wholesale prics index did not decline, and only 3 of
thase, July-September 1932, weres consecntive months.
The index at the aloss of this period was. 38 percent
balow itz position ot the beginmning. Certnin com-
modity prices, however, and many noncommodity
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pricen, fell but little and in aome casea notually sd-
vaneed, whick undoubiadly contributad to the general
decline by ntensilying the depree of imbalance in the
price strueturs,

COhart 1 gives s graphie presentotion of the move.
wment of the index of the 784 prics series and of the 3
indexes of fextn products, foods, and other commodi-
tisg. The declines of these 3 gronp indexes were
spproximataly 60 peroens, 46 percend, and 28 percent,
reapaotively, from the 1920 average to February 1033.
These pame date combined into 3 classes, raw materinls,
semimanufactures, and finished producis, chart 2,
show declines for the period under review of ap-
proximately, 50 percont, 40 percent, and 30 pereent,
reapactively.

Another classifiention of the Buresn of Labor Sta-
tistics series is given in charé 3, showing the 10 com-
modity groups arvanred sccording to tha degres of
dedling in tha different groups. As shown therein, the
pricea of thrae proups, metals and metal produets, house
furnishings, and chemiecols sad drugs, declined slightly
less than 25 parcent from 1929 fo the lows which were
reachad in the sarly part of 1533, snd the prices of
building materinls only n fittle more than 25 percent,
while the prices of farm producis as already noted feli
about 60 percend, and food prices mors then 45 per-
econt, This chart plse mdieates that while the depres-
eion low wasa reached in February by the cembined
commodities aud by & of the groups, tha low for the
other 5 groups was renched somowhat Inter.

The disparities that have bean noted in the olasses
and proups of commodities wera also pronounced
within the groups s is shown in the secompanying

SURVEY OF QURRENT BUSINESS

17

table, which waa compiled by the Bursau of Labor
Btatistics. The prices of 27 of tha 784 items increasad
during the peried indiested, 42 wore unchanged (were
the same ot the cloge us at the baginning of the period),
and 48 were down less than 10 percent, whila 78 items
wera from 60 to 90 percent below their June 1826 lavals
in February 1933,

The distribution by groupa of the 42 items with no
change in prics over thie period shows 14 to be in the
chesmicnls and drags group, 13 in the metals and matal
praduets group, 7 in the building materizls group, and
4 in tha housa-furnishinge proup. Among these 42
items whoss prices wars the same at the close as ot the
bapinning of this period, severnl were unchanged in
price during svery oae of the 44 months incladed, whila
for some items, prices had not changed sines 1921.
This was trus of eugers and of bone bleck. Other
items in the growp with unverying prices during the
tima of the genersl dscline are chissla, carvers, bar
iron, corn pickers, wrapping paper, ploster bourd,
sauft, earbon disxide, ealeivm earbide, and corn flakes,

Thiriesn of the 27 iteme whose priess advanesd
from duae 1929 to February 1933 wers in the chemies)
group and ¢ wera in the matels and metal producta
group. Two farm products were in this class, hops
and New York white potatoea, and one food item,
braad, in San Francisen,

The bahavior of the chemiocnl prices is especially
noteworghy. Of the 29 itams included in the index of
chamieal and drog products, tha prices of 27, or almoat
one-third of the total, aither advanesd or remeined
unchanged, and  the prices of 21 fell only from 10 to
20 percent during thie period. Prices of rstnls and
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metal prodvcts were olso relatively rigid during the
genoral price decline, Thitteen of the 180 items wers
unchanged in prios, 4 advenced, and 59 declined less
than 20 percent,
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Combining the items thet increased in price during
this period with those whose prices were wachanged,
it is found tbot of the 62 iterna in this category 27 were
chemicals or drugs, 17 metals or metal products, and §
huilding meterials. The items in these 3 groups thus
rapresent almost 50 percent of the items whose price
behavior wos in shorp contrpat with the gencral trend
during the 4&-month period under review,

The Voltume of Production

A fundamentsl renson for the relatively prestar
decline in agrioultural prices than in the prices of
finished goods is that the voluma of production in the
ana field was surtailed but Yittle, while it was grestly
redtieed in the other. The Burean of Apgricultural
Economies zatimptes that the phymical quantity of
ngricweiturs] ontprt of the country in 1920 was § percent
nbove the average outpui for the yenrs 1019-27, 12
porcent above that avornge in 1931, and 4 percent
above that level in 1332. In sharp contrast to this
trend of agricultural production, the physieal volume
of marnafactoring output, scoording to the Fedara)
Resorve Bonrd’s index, foll from 119 percent of the
1923-25 avarage in 192% to 63 percent of that avernps
in 1932,

Whereas, in agriculture the physical cutput in 1832
was approximately the same ns in 1929, in manufre-
turing the physieal output in 1932 wns only & Libtls
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more than half of the cutpui 2 years emlier. If
atiention is directed te certrin lines of manufacture
the contrast with agricudture becomes fzr mora pro-
pouncad. The sutput of nuiomsokbiles, iron and steel,
soment, nod lumber in 1932 was 74 parcent, 76 percent,
&5 percent, snd 73 persent, respectvaly, below thot
in 1020, The self-employed farmer and bis Iamily
maintained the egeivultural output of the country nenr
the peak levels during the 3 yeers, 183032, while
the menufacfurer dismissed large numbers of his am-
ployees and greatly reducad his output.

The Price Recovery

The rise which begon in the general list of prices in
Merch 1932 Los been almast condinuovs during the 22
months snded December 1934, thers having been only
4 montha in which the combined index did not advance,
The pain during this time representad a wsa of 24 per-
cent fyom the February 1933 low, Dauring the firat 8
months of this period the rise was especially pro-
nounced, the index advancing approximately 20 per-
¢exd, or two-thirda of the gnin for the entirs pertod.

Prices of farm products rose more sharply than did
the pricss of otber products, the inctease amoupting o
70 percent, The prices of foods xoae 40 percent during
the period under review and the prices of commodities
other than farm peoduete and foods 20 percent. The
prices of metala and metal products and of chemicals
and druga, 2 of the 3 groupe that ahowed the lesat
dselicte, rose about 10 percent. Tha thres econcmic
olagses, rew motetisle, ssmimanufactores, and finished
goode registarsd pries gaine of approximately 50 per-
oent, 25 perosht, and 20 percent, respectively, during
thesa 22 months.

An interesting situstion iz obearved if the recovery
in priees ia measured in tarme of the parcentage of the
decline that hed been regained by December 1034, as
is indicsted on chart 3. Commoditias, gther than farm
products nnd foods, and the two groups, farm preduets
and taxtile products, had recovered approximately 50
percent of their price declines by thet month. This
wos glao true of the two classes, raw manterisls and
finishad produets. Building materials and the fuel
and lighting preup wers at the bottom of the list in
this classifiention, having recoversd only about 40
percent of their «decline and chemicals and drug
priees were at the fop of the list heving recovered 70
percent of the deeline which they experienced fro
1929 to the depression low.

The price movement in the thres classes, raw ma-
terinls, semimanufactures, rnd finished goods, during
the yacovery pericd shows an interesting divergence
as respocis semimonufactures, a9 is indicnted in chort
2. Tha percentapge inecrenses of raw material and
semimnnufostures wers practically idenfical from the
February 1933 tow to September 1933. Siace then
the prices of semimnnufactures have declined almost
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continuously while the other two series in this classifi-
cation have adveoced. The 1934 nse in priees of
raw materiala is lnrgely atéributable fo the incrense in
the prices of farm producta.

Facts Inﬂ‘uum:l.ug the Price Rise

To anelyzing the foctors that contributed to the
price rise from Febrpary 1988 througb December 1934
atiention should be called o the two periods, Maroh
to October 1933, and the subsegquent 14 moenths,
Duting the earlier of thess two peripds, the priea
advnnoe wes ot limited to any of the gronpa, but
during the Inter period combined index for commaodi-
ties of other than form producia and foods remained
practicelly nnch

The sharp nnd ganarul yize in the & montha, March-
Cotober 1333 is one aspect of, and may be p&rﬂ}' at-
tributed to, the marked improvement in business
which took place during thet period apd the eccoms
panying cnd resulting purchase of goods. The un-~
adjusted index of industrial preduction, as compiled
by the Federal Reserve Board, rose from 60 in March
to 78 in Ootober, n gain of 30 percent, having renched
85 in July, nod pay-roll disbursements in factories,
without adjustment for the veual sessonal variations,
as reported by the Bureas of Labor Stetistica, inereasad
during this perdod from 37.1 to 504 of the 1923-25
average, o rise of 60 percant. The Nalional Industrinl
Recovary Administration inflesneed the business ims
provement during this period, and aspecially sncour-
aged the sharp rise whish culminated in July, as busi-
noa: men speeded up production bn anticipatioa of an
increass in wages. Muany of the codes also contribubed
to price incrensea or, at least, to the maintenance of
eateblished prices.

The amphasis of the administration oo an incresse
in pricea and the ensuing belief that mounetary infla-
tion would be undertaken stimulated spoculative
buying snd kastened ¢he price rise. The suspension of
gold payments in March 1933 and the decline in the
foreign exchenge value of the dollar in April and the
following months contributed directly to & 7ise in the
prices of imports ond of raw material exporte and may
be expected to have had some effect on the prices of
cloeely related products. The policy of Government
expenditure for relief and recovery, sad the resuliing
incronge in buyivg power, tended further to nugment
the prica incraase,

The rise in the generasl index aince October 1933,
which iz nccounted for by the rise in tha prieas of farm
produeis and foods, i oll ihe other gronps are come
bined, is Iatwely atiributable to the policy of crop
ourthilment, ioeluding the itmposition of processing
toxes and merketing agresments and fo the severe
drovght of the swnmer of 1934, Another foctor has
been the liberal crop-dending policy of the Govern-
ment, - Tho rolief policy and expenditure for pablic
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works has also been & fnctor in radsing these prices and
in sustaining the prices i the combined groups of
other than farm prodocts snd foods.

Pregent Prica INspacities

It ie apparent, fron a glanea at the charta, that the
maried disparities in the price siructure in the esrly

part of 1933 hove been substantially lessened. Con-

siderable dispaxities still exist, however. As compared
with 1929, building material pricea wors in December
only epproximutaly 10 percent below the 1929 lavels,
while fnrm products prices were mora than 30 percent
balow that Jevet. As releted totha 1926 base, a5 shown
on page 5 of this issue of the SunvEy, the prices of these
groups were much more uniform in Dhecember 1934
then if compared with the 1929 prices. On that bess,
thea prices of fnrm products wers ahove the prices of tex-
tiles and miscellaneous products and were only sliphtly
below the prices of fuel and Mghting items. The group
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with ths highest prices as comparad with 1926 was
matais nnd metal products at 85.9 peresnt of that bhase
atd taxtile prices were the lowast at 70 parcent.

The price velationships as they preveiled in 1924,
1920, or ot any other date, are noi necesearily the
relationships thatshould berestored. Thisiz eapenially
apparent in tespeet fo the 1928 prives, since price
relationships at that fime, vsing the term broadly,
ware such that prosperity eouid oot he maintained,
and gines then changes in terhnigue have undoubtadly
been B0 altered that price relationships which would
have permitted full ntitization of our econornic resources
at that date would not now secure thnt reault. The
desirable balance within the price struoture cem be
datermined only by txial and arror. It seems ap-
pourent, however, tha{ the prices of cextain of the
commadity groups are still such as to prevent the
dagrea of coordination that ia so essentinl pmong the
various elements in the economic society.




